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Social Security Amendments Affect
Railroad Retirement Earnings Rules

Amendments to the Social Security Act ease the earnings restrictions affecting social security
beneficiaries working after retirement. These amendments also apply to annuitants covered by the
Railroad Retirement Act. The following questions and answers provide information about this change

in the law.

1. Why doesthischangeto the Social Security Act affect annuitants covered by the Railroad
Retirement Act?

By law, the Railroad Retirement Board applies the Social Security Act provisions for earnings
restrictions to annuities payable under the Railroad Retirement Act. Therefore, under the two tier
railroad system, tier | railroad retirement benefits and vested dual benefits paid by the Board to
employees, spouses and survivors, as well astier |1 benefits paid to survivors, are subject to earnings

deductions, just like social security benefits, if earnings exceed certain exempt amounts.

Earnings for these purposes consist of all wages received for services rendered, plus any net
earnings from self-employment. Interest, dividends, certain rental income or income from stocks,
bonds, or other investments are not considered earnings for these purposes.

2. How does this change affect railroad retirement and social security beneficiaries?

This change to the Socia Security Act affects those who have attained full retirement age,
currently age 65. Full retirement age ranges from age 65 for those born before 1938 to age 67 for
those born in 1960 or later.

Under prior law, beneficiaries of full retirement age but till under age 70 were subject to an
annual earnings limit, which was $17,000 in 2000, beginning with the year in which they attained full
retirement age. For those in this age group, the deduction was $1 for every $3 of earnings over the
exempt amount. This earnings limit ceased to apply to any beneficiaries age 70 or older, starting with

the month in which they were 70.
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Under the new law, and retroactive to January 1, 2000, these earnings limitations and deductions
are eliminated for those of full retirement age, beginning with the month they attain full retirement
age. However, as under prior law, the deduction of $1 for every $3 of earnings over the annual exempt
amount will still apply to beneficiaries for al months in the calendar year in which they reach full
retirement age, up to the month full retirement age is attained.

Take, for example, aretired railroad employee, who will attain age 65 in June 2000, and is
currently working in nonrailroad employment. If his earnings exceed $17,000 in the period January
through May 2000, histier | benefit for that five-month period is reduced by $1 for every $3 he earns
over $17,000. Beginning with June 2000, no earnings deductions will apply to histier | benefit,

regardless of his earnings for the year.

Or, for another example, a 68 year-old widow working and earning over $17,000 in 2000, whose
tier | and tier Il benefits have been withheld due to her earnings. Since sheis of full retirement age,
any benefits withheld for this year will be repaid retroactively, and her annuity will no longer be

subject to withholding due to her earnings.

3. Isthereany changeto the earningslimitsthat apply to beneficiaries under full retirement
age?
No. In the years before the year of full retirement age, the earnings deduction of $1 in benefits for

every $2 over the exempt amount, $10,080 in 2000, still remains in effect.

4. Doesthislegidation affect any of the additional work restrictions that are contained in
the Railroad Retirement Act, but not in the Social Security Act?

No. Under the Railroad Retirement Act, an annuity is still not payable for any month in which an
annuitant works for arailroad or railroad labor organization, regardless of age. Nor have the special
restrictions that apply to disability annuitants changed. However, arail employee of full social
security retirement age, whose rail employment precludes the payment of an annuity, would now not
be precluded from receiving any social security benefits the employee may previously have been

ineligible to receive because of his or her earnings.

In addition, the legislation does not affect the tier 11 railroad retirement earnings deductions that

apply to employees and spouses who work for their last pre-retirement nonrailroad employers. These
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additional deductions of $1 for every $2 in earnings, up to a maximum reduction of 50 percent,
continue to apply to tier 11 benefits, and supplemental employee annuities, regardless of age or the

amount of earnings.

An example would be a 67 year-old spouse annuitant working for her last pre-retirement
nonrailroad employer and earning $20,000 ayear. Her tier | railroad retirement spouse benefit is $600

per month and her tier 11 benefit is $400, before any reductions for earnings.

Because she is working for her last pre-retirement nonrailroad employer, her tier 11 payment was
reduced from $400 to $200, in addition to her tier | benefit being reduced by $1 for every $3 of
earnings over $17,000. As aresult of the new law, her full tier | benefit of $600 is now payable
retroactively to January 2000, but the reduction in her tier 11 benefit on account of her last pre-

retirement nonrailroad employment will continue to apply.

5. When will those retirees whose annuities are currently reduced because of excess

earnings see an adjustment to their monthly benefit payments from the Railroad Retirement
Board?

About 2,500 beneficiaries on the Board' s rolls are affected by the new law. Retroactive payments,
averaging about $1,700, of benefits previously withheld for excess earnings, as well as the removal of

any earnings deductions applied to those affected, should be completed by early July.

6. How can individualsfind out more infor mation about how this change affects them?

For more information, individuals should contact the nearest office of the Railroad Retirement

Board. Most Board offices are open to the public from 9:00 am. to 3:30 p.m, Monday through Friday.

Persons can find the address and phone number of the Board office serving their area by calling the
automated toll-free RRB Help-Line at 1-800-808-0772. They can aso get this information from the

Board’ s web site at www.rrb.gov.



